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EDITORIAL DEPARTMENT NOTE 


While most of the important advances in accounting practice and 
procedure have been developed by accountants connected with com- 
mercial concerns operated for the profits of their owners or stock- 
holders, there is just as much to be gained from the application of 
these practices and procedures to governmental, institutional and other 
economic units as is gained by their application to the commercial 
concern. The public, through taxation, donations and indirect con- 
tributions provides the funds for the support of these non-profit-making 
institutions and is as entitled to operating and financial report as are 
the stockholders of a corporation. In fact, in many cases, the need 
for comprehensive accounting is greater in a public institution than in 
a commercial corporation, since institutional funds usually come from 
a great many sources, there is no majority or controlling interest, 
and laxity in financial control is as likely to be the rule as the excep- 
tion. A good accounting system providing proper control of all de- 
partments of the organization is a great help in calling attention to 
the laxity and putting an end to it. 

In this issue we are publishing two articles dealing with hospital 
accounting. The first of these articles is by Sister M. Saint Agnes, 
who is in charge of accounting and secretarial courses at Marywood 
College, Scranton, Pa. Sister St. Agnes is a member of the Order 
of the Immaculate Heart of Mary. Before joining the Order she 
had considerable business experience, being at one time Assistant to 
the President of a Scranton corporation and later assistant con- 
troller in a large New York industrial corporation. Sister St. Agnes 
has been most active in the work of the Scranton Chapter. 

The second article in this Bulletin deals specifically with “Estab- 
lishing a Control over Hospital Income.” The authors of this article 
are both connected with Touche, Niven & Co., New York City. 
George Rea has contributed frequently in the past to the N. A. C. A. 
Bulletin. Mr. Rea is a native ot the State of Ohio and was at one 
time a student at Ohio Wesleyan University. Prior to 1913 he was 
engaged first with the Bonnot Co. of Canton, Ohio, and later with 
Rogers Brown & Co., of Buffalo, N. Y., and the Sissmer Magneto 
Co., Bloomfield, N. J., in various private accounting capacities. He 
resigned the assistant treasurership of the latter firm in 1913 to enter 
the public accounting field and since 1919 has been with Touche, Niven 
& Co. At the present time he is Staff Manager in the New York 
office of that organization. He was President of our New York 
Chapter in 1926-27 and has long been active in many phases of the 
Association affairs. 

John L. Peper, who assisted Mr. Rea in the preparation of this 
article, is a graduate of Columbia University, holding B.A. and M.A 
degrees from Dr. Butler’s school. He is also a graduate of Pace In- 
stitute and in 1930 was granted the Certified Public Accountant de- 
gree by New York. After five years’ experience in public accountancy 
with R. J. Watterson and Co., Mr. Peper became associated with 
Touche, Niven & Co. in 1927. At present he is a senior accountant on 
their New York staff. 
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HOSPITAL ACCOUNTING 


By Sister M. Saint Agnes, 
Marywood College, Scranton, Pa. 


} Pyed us suppose that the members of the Scranton Chapter of 

the National Association of Cost Accountants, not having any- 
thing particular to do this winter, except balance their budgets, 
and feeling rather charitably inclined, decide to establish and main- 
tain a hospital for the purpose of furnishing medical and surgical 
attendance and nursing for the sick and disabled, without dis- 
tinction of race, color or religion. 

Having formulated the plan and obtained 13 subscribers, these 
charitably inclined members of the Association glance about 
them for information regarding the organization and procedure 
of accounting to be used in the institution. They know that the 
system of accounting to be adopted will depend on the volume of 
business and the number of employes just as in the case of a 
commercial enterprise. But whatever system is adopted needs 
to possess such features of accounting as may be employed to 
control the personnel and to provide an analysis of the costs of 
maintaining the hospital. 

The problem is that of organizing a system of accounting 
based on a hospital with a capacity of 100 beds, divided into 
private rooms, semi-private and ward accommodation. Twenty- 
five doctors are to be on the staff, 8 registered nurses and about 
20 student nurses. 

Now with these facts in view, the members proceed to lay out 
the organization chart which they think adequate. 

The next step is to apply for a charter of incorporation in 
the State of Pennsylvania. 

A meeting of the incorporators and trustees is called for the 
purpose of adopting a set of by-laws to provide for the internal 
organization and management of the corporation. 

After the responsibility of the general administration of the 
hospital has been placed on the shoulders of a competent super- 
intendent, the NACA Hospital Association proceeds to lay out 
the accounting system and the office procedure to be used. 
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The accountant they appoint is familiar with the fundamental 
principles and systems of accounting and office procedure of many 
kinds of business—financial, manufacturing, mercantile, retail 
and wholesale—but he discovers that hospital accounting is differ- 
ent and the problems to be confronted are unlike any he has met 
in the ordinary routine of business. 

Bert Caldwell, Executive Secretary of the American Hospital 
Association comes to his aid and very kindly furnishes him with 
the Cleveland Hospital Council chart of accounts and the report 
of the Committee on Accounting of the American Hospital As- 
sociation. 

He also finds that Pennsylvania has a uniform State System 
of Accounting for the state-aided hospitals, and this is followed 
closely by other hospitals in the State. Connecticut has a uniform 
system, established by the legislature, following the form recom- 
mended by the Committee on Accounting and Records of the 
American Hospital Association. 

The Report of the Committee on Accounting and Records is 
then read, and the Chart of Accounts of the American Hospital 
Association studied. Since the NACA Hospital Association is 
located in Pennsylvania, the uniform State System of Accounting 
in this State is adopted, and followed as nearly as possible. 

Following is a resumé of the books with explanations : 

The principal books and records used to reflect the financial 
status and the operating results of the hospital consist of: 


Patient Register 

Voucher Register 

Cash Receipts Book 

Cash Disbursements Book 
General Journal 

Stock Record 

General Ledger 


DH 


Patient Register 

The Patient’s Register is illustrated in Exhibit A. 

The section headed Patient Days is divided into three columns. 
Usually six columns will be required as follows: Private; Semi- 
private; Ward, (full pay); Ward, (part pay); Ward, (free) ; 
Compensation. 
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In calculating the number of days’ treatment of patients, the 
hospital day is considered to begin and end at midnight. If a 
patient is admitted on July 1 at 12:01 a.m. or any time until 
11:59 p.m. he is charged with a day’s treatment if dismissed on 
July 2 at any hour within the limits of that day. 

At the end of the month the number of days of service rendered 
patients who are in the hospital is calculated and extended to the 
column provided in the patient days section. The total number 
of patients’ days must check with the number of days on the 
daily cumulative census record. This cumulative census is a 
record kept from day to day, in which the previous day’s census 
is added to the present-day census. 

At the beginning of the month the information relative to all 
patients remaining in the hospital since the last month is entered 
on the current month sheet in red ink. Numbers assigned to 
patients are consecutive. When the patient is discharged, the 
date and hour will be inserted and the actual number of days’ 
treatment calculated and entered in the column in the patient 
register. 

The total earnings of the hospital for board and care may be 
calculated by multiplying the total number of patients days by 
the rate. Adding the charges for special services, the total charges 
to patients’ accounts is obtained. This total represents the amount 
of income. 

Hospitals that receive credit from the state department for 
free treatment of patients must make out a credit report. This 
report contains the signature of the person making the statement 
and such information as the date of admission, date of discharge, 
occupation, name of employer, time unemployed, and the kinship, 
age, occupation, wage, health of the members of the household, 
the diagnosis, doctor, and the signature of the one approving it. 
On the back of the blank there is space for the full explanation 
and reason for free treatment. 

All patients treated free are listed on a form which contains 
the following columns: Patient’s number, Name, Reason for free 
service, Date of Admission, Date of Discharge, Number of patient 
days, Total charges, Amount paid. 

This must agree with the information in the patient register, 
as well as the form “credit report” made out for each individual 
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treated free. If a payment is made by a patient, this amount is 
written in red ink and deducted from the total. The form is 

made in triplicate ; the original and one copy is sent to the Depart- 

ment of Welfare at Harrisburg. 


Admittance Record 


In order to properly conduct the operations of the institution, a 
small form is necessary to record the patient’s admission to the 
hospital. This form, sometimes called the history, includes such 
information as: name, occupation, age, address, male or female; 
white or colored ; single, married, widowed, divorced ; referred by ; 
church attended; nearest friend; person responsible; attending 
physician ; date and hour admitted ; room and rate; date and hour 
discharged. (Exhibit B.) 

The information obtained from this card forms the basis of 
entry in the patient register. 


Ledger Card 


The patient’s accounts receivable card is made out as soon as 
possible after admission to the hospital. (Exhibit C.) The card 
remains in an open file on the bookkeeper’s desk until the account as 
is settled when it is deposited in the paid file. aa 
To facilitate the collection of charges for special services, a small 
charge ticket is designed for use in all departments. 
The form used is the same, but each department has a different 
color. It shows the patient’s name, room or ward, nature of 
service rendered and the amount. The charge is made out by 
the department head, sent to the office where it is posted to the 
patient’s account. In case the patient applies for a statement, the 
account is complete, and is transferred from the ledger card to 
the statement. 


Discharge of Patients 


It is one of the rules of the hospital, that a patient must not rf 
leave the hospital unless discharged in writing by the doctor at- 
tending. Therefore, the bookkeeper, or the one who receives the 
remittance, must be positive that the patient is discharged before 
allowing him or her to leave. The date and hour of discharge 
is noted on the admittance record card, and is in turn entered 
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ADMITTANCE RECORD 
Name 
Address 
Room Adm. No. 
Ward Phone 
A.M. 
Admitted P.M 
or 
To 
State 
Color S. M, W. D. 
Employer 
ame 
ame 
Chureh 
Previous Admission?. When?. 
Provisional Diag. 
A. M. A. M. 
P. M.........Died. P. M. 
No, Days............. 


Valuables: 
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in the patient register. The cash is entered in the cash receipts 
book, and distributed to the various columns of that book, 

When the patient is ready to leave, the nurse in charge calls 
the office to find out if the patient may leave. This is to check 
up any patients who might leave without paying their hospital 
bills. 

Many, indeed, are the cases which must be permitted to leave 
the hospital without settlement, but it is always good policy for 
the credit department to have an understanding with the one re- 
sponsible for the patient, and if possible to obtain a note. Expe- 
rience proves that it is rather difficult to collect after the patient 


has left the hospital. 
The following is quoted from the Pennsylvania Bulletin: 


The Credit Department is a link between the hospital and 
the community and it is the hospital in the eyes of many of 
the patients and other members of the community. It is 
able to interpret policies and rules in a way that the public 
can understand and be satisfied. Socialized credit work is 
not mere bill collecting, but an honest effort to understand 
each patient’s needs and adapt the policies of the hospital 
to meet those needs. 

The introduction of a Credit Department will, in most in- 
stances necessitate additional work and in many cases added 
expense, but an efficient person in charge of this department 
will increase the receipts of a hospital sufficiently to far 
overbalance any additional expense. Such a department is 
just as indispensable in a hospital as it is in a commercial 
enterprise.* 


Closing the Patient’s Register 


For the purpose of making the Monthly cost analysis, it 
is essential to determine at the close of each month the num- 
ber of days of treatment. The Patient Register should be 
closed by drawing a red line at the close of the last day of 
the month. Fach patient remaining in the hospital whose 
classification has a determined should be considered as 
discharged at midnight on the last day of the month, the 
date recorded, however, should be the first day of the fol- 
lowing month. In this way credit is received for the last 
day of the month. A patient remaining in the hospital whose 
classification has not been determined should be left out of 
consideration in computing the total number of days of treat- 


*Pennsylvania Bulletin, page 49. 
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ment. Since the columns showing days of treatment need 
not be added until the tenth of the following month there 
will be very few patients whose status cannot be determined. 
The last step in closing the Patient Register is the entry of 
the totals at the foot of the column headed Patient Days: 


Full Pay 
Part Pay 
Free.** 


Voucher Register 


The voucher register is the book of original entry for all the 
obligations of the hospital involving the purchases of supplies or 
services. It may contain the following columns: 


Voucher number 

Name 

PAID: 

Date 

Check number 

CREDIT: 

Accounts payable 

DEBIT: 

Stores 

Maintenance control distribution : 
Department A, Administration 
Department B, Household 
Department C, Operation of plant 
Department D, Maintenance 
Department E, Fixed charges 
Department F, Professional care of patients 
Department G, Social service 
Department H, Out-patient 

Exhibit D shows a form of voucher register in which the col- 
umns are slightly different from those recommended here. 

A voucher is prepared as soon as services have been approved 
or supplies have been received. Daily and frequent bills from 
the same firm may be held until the end of the month, so that 
one voucher may be made, thus economizing time and effort. The 
voucher consists of a voucher jacket to which are attached the 


**Pennsylvania Bulletin, page 41. 
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copy of order and invoice. The voucher jacket provides for the 
signature certifying the correctness of the bills and a chart show- 
ing the classification items of expenditures. 

Vouchers are the basis of entry for the voucher register and 
regardless of time of payment are entered in numerical order in 
the voucher register. The amount of each voucher is entered in 
the accounts payable column and distributed either to stores or 
maintenance control. The vouchers entered in the maintenance 
control will be further distributed to the proper departmental 
columns. 

The voucher register is closed each month and the postings to 
the general ledger are: 


Debit 
Stores 
Maintenance control 


Credit 


Accounts payable 
Stores (figures in red ink) 


The total of the departmental columns will agree with that of 
the maintenance control column. 


There is a subsidiary record to accompany each distribu- 
tion column of the voucher register. The purpose of these 
records is to give a detailed analysis of costs. This is essen- 
tial to budget-making and enables the hospital management to 
compare total expenditures at any time with the budgetary 
estimates. Moreover, such an analysis brings to light readily 
any abnormal increase in costs. Lastly, the preparation of 
the quarterly reports is made comparatively easy since the 
report blank is designed to correspond item for item with 
these accounting records.* 


Distribution of Expense to Departmental Records 


Entries are made in the departmental records directly from the 
distribution on the voucher jackets. If a careful distribution has 
been made little difficulty need be experienced in keeping accurate 
accounts. In general, the procedure is the same as is followed in 
entering vouchers in the voucher register. It might be added that 


* Pennsylvania Bulletin, page 11. 
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one voucher may necessarily be entered in two or more depart- 
mental records. The payroll voucher, for instance, might carry 
entries for four departments: 


Department A—Administration 

Department B—Household 

Department C—Operation of Plant 
Department F—Professional Care of Patients 


Substitute voucher forms are prepared with several additional 
half sheets, which enable the distribution of each voucher direct 
to the subdivisions of the expense of any department to which 
the voucher is chargeable, instead of first distributing it by de- 
partment and then by a second entry, to the subdivisions of those 
departments. 

The accuracy with which the entries have been made in the 
several records can be checked at any time and should always be 
proved after making a series of entries. The footing of the total 
column must always be the same as the sum of the footings of 
the distribution columns. Moreover, the footing of the total col- 
umn in a subsidiary record must correspond with the footing of 
the corresponding column in the voucher register. The entries 
should be proved frequently. 

The analysis and distribution of the items of expenditure are 
of the utmost importance. Uniformity in record forms does not 
necessarily mean uniformity in accounting. It is intelligent care 
used in classifying, coupled with accuracy in recording the receipts 
and expenditures, which make the accounting of real worth. For 
a detailed discussion of departmental accounts and their subdi- 
visions the reader is referred to the State Instruction Bulletin 
and the Report of the Committee on Hospital forms of the Ameri- 
can Hospital Association. 


Cash Receipts 

The cash receipts journal is the book of original entry for all 
cash received and represents the debit side of the cash book. The 
form carries a sufficient number of columns to give an adequate 
analysis of income with reference to source. It contains column 
headings: Date, Received from, Receipt number, Total, and col- 
umns for recording capital and operating income; and distribu- 
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RECORD OF CASH RECEIPTS 


trom Petiente 


Por 
Receipt Board | 
RBORTVED FROM TOTAL) sod Operat- Delivery Special | Labora. Nurses 
or Casb Geoeral 
Nursery | thetics | X-Ray (Therapy | tory Board 
| 1,800 0 | 10000! 18000 | mo 150 00| 00 
@ 
10 00 
$195.09 1,65000) 11000' sw! sso ssa! 20 00 
RECORD OF CASH RECEIMTS (Continued) 
Tpeome from Patients (Continued) ‘Miscellanrous Local Aid Income | biate 


TOTAL RE. 
H CEIPTS FROM 


Postings to General Ledger. .. 
Receipts, Full Pay Patients, 

Pe 


EXHIBIT B 


tion of receipts in the various columns as indicated in Exhibit E. 

When the patient asks for his or her hospital bill, the ledger 
card is removed from an ordinary upright card file which is always 
on the desk, and the balance figured. Then the statement is made 
out. 

A good policy is to bill patients in advance for a week’s board 
and care. An accumulation of charges, including board and care, 
will then proceed in like manner. At the end of the week the 
statement given the patient will include all miscellaneous charges 
for that week ; thus automatically, the patient is billed for another 
week in advance. As the payments are received from the patient, 
the advance billing will be entered on the patient’s ledger card. 


The advance billing, of course, is deducted on the final bill 
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when the patient is leaving the hospital. Should the balance be 
in favor of the patient, it is refunded by cash or check. 


The cash received is then entered in the cash receipts journal 
and distributed both by class of services rendered and by class of 
patients. 

The items appearing in the cash receipts journal are supported 
by duplicate receipts. A receipt must be issued to all persons 
paying for services or material, from a receipt book printed in 
duplicate. The original is handed or mailed to the person making 
the remittance and the duplicate remains in the book. 


A recapitulation is made each day on the duplicate of the last 
receipt issued according to class of patient and services rendered 
and this record serves as a check on the cash receipts journal. 


In general we must recognize two basic divisions of hospital 
accounting ; i.e., the recording of capital income and expense and 
the operating income and expense. 

The former has to do with purchase, construction and equipment 
of hospital properties, while the latter relates to the services 
rendered by the institution. 


Cash Disbursements 


The cash disbursement record is the book of original entry for 
all cash disbursements and represents the credit side of the cash 
journal. All payments of cash including refunds to patients are 
recorded therein. From Exhibit F you will note that it contains 
columns for Date, Description, Voucher number, Check number, 
etc., and also columns for Deposits and Bank Balance. 


All entries in the cash disbursements journal are supported by 
vouchers whose numbers are recorded. The total amount is en- 
tered in the accounts payable column or general ledger column (de- 
noted by heading “amount” in Exhibit F), the discount in the dis- 
count column and the net amount of credit in total disbursements. 
When a deposit is made it is added to the previous balance and the 
last balance carried over to the bank balance column. In like 
manner the amount of checks drawn is deducted and the present 
balance carried over to the bank balance column. 
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The general ledger posting at the end of the month is: 


Debit 

Accounts payable 

Other general ledger accounts 
Credit 

Discount 


Cash 


General Journal 


The general journal in the hospital as in the ordinary business 
is the book used to make entries which will reflect transactions 
which cannot be made properly in the other books of original 
entry. 


Stock Record 


All purchase orders are made out in triplicate. The original 
is sent to the vender, the duplicate remains in the office, while the 
triplicate (on which quantities have been omitted) is sent to the 
storeroom to be used as a receivirg slip. When goods are re- 
ceived, the storekeeper enters the quantities. The copy is then 
returned to the office and attached to the invoice covering the 
shipment. All orders are numbered consecutively and each num- 
ber must be accounted for. All orders are sent out from the 
superintendent’s office. The heads of departments formally ask 
for the purchase of goods through a purchase requisition contain- 
ing columns: Description, On hand, Needed, Ordered, Purchase 
Order Number. 


Stores received record is the book of original entry for all sup- 
plies received. It contains the following columns: Date, Order 
number, Shipper, Description, Unit, Price, Quantity, Value, Stores 
Number. And from this record postings are made to the store’s 
ledger accounts. The store’s ledger is a loose-leaf book and is 
tuled with the following column headings: 
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From Whom Purchased 


RECEIVED 
Purchased Produced 
Quant. Rate Quant. _ Rate 
Value 
DISBURSED 
Date | Req.No. | Quant. | Value 


BALANCE 
Quant. | Value 


This form provides the means of keeping a perpetual inventory 
of each article. Each item received is posted to the store’s ledger 
and each item disbursed is credited. The difference between the 
quantities of supply received and amount disbursed is the balance 
or inventory of supplies on hand. 

The sum of the balances on the store’s ledger sheets at the end 
of the month should agree with the balance on the store’s account 
in the general ledger. 

Since supplies represent the expenditure of the funds, the man- 
agement is particularly careful to account for every dollar of sup- 
plies. In order to keep an accurate check on inventory, a requi- 
sition approved by the department head must be submitted to the 
storekeeper and these requisitions form the basis of entries to 
be made in the store’s ledger or perpetual inventory. Accounts 
are credited with all supplies disbursed. 

A proper stores system enables the hospital management to 
distribute the costs of supplies, purchased in quantity, over the 
period of their consumption. 


General Ledger 


The General Ledger is a loose-leaf book of standard ruling. 
Through the use of the voucher system, the size of the ledger is 
greatly reduced. The following are the principal accounts of the 
maintenance section carried therein : 
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Cash 
Petty Cash 


Notes Receivable 

Accounts Receivable 

Advances from the State 

Working Capital (Capital represented by stores inventory and 
cash) 

Income 

Surplus and Deficit 

Accounts Payable 

Discount 

Expense 

Stores Account 


A special section of the General Ledger is alloted to the fixed 
assets and special appropriation accounts. The principal ones are: 


Assets: 
Cash 
Special Appropriations Receivable 
Land 
Buildings 
Equipment 
Liabilities: 


Accounts Payable 
Advanced Appropriations 
Debt Service 


Capital: 
Fixed Asset Capital (representing the difference between 
Fixed Assets and Liabilities) 
Income and Expense 
Expense—Special Appropriations 
Income—Special Appropriations 
Discount 
Many of the foregoing accounts may be subdivided into several 
subsidiary accounts. Each may be considered a controlling ac- 
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count. Debt service for instance, is a summary accounting of 
notes, mortgages, and bonds outstanding. 

The general ledger controlling account for accounts receivable 
is supported by individual cards. (Exhibit C.) A monthly trial 
balance is taken as a verification of the balance in the controlling 
ledger account. The monthly trial balance may serve two addi- 
tional purposes: (a) an accounts receivable statement, and (b) 
a collection aid statement. By extending the individual balances 
into columns according to the age of the unpaid account, what is 
termed an “accounts receivable maturity statement” becomes an 
excellent collection department aid, showing automatically the age 
of the account. 


Financial and Statistical Statements 


The value of the accounting system of a hospital can be proved 
by the information presented in the financial and statistical state- 
ments. 

In order to properly report the financial status resulting from 
financial operations of the hospital and to furnish statistical in- 
formation, the State of Pennsylvania has designed forms which 
are used in the report filed each quarter. 

In this report the following statements are contained: 


I. Statement of cash receipts 
II. Statement of cash disbursements 
III. Statement of earnings (value of service rendered at es- 
tablished rates) and accounts. receivables, patients, per 
the accounts and records. 
IV. Statement of the value of public ward free service. 
V. Detail of maintenance expenses. 
VI. Summary of maintenance expenses and apportionment 
of costs of service rendered patients. 
VII. Detailed inventory. 
VIII. Statement of assets and liabilities at end of this period. 
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ESTABLISHING A CONTROL OVER HOSPITAL 
INCOME 


By George Rea, Staff Manager 
and John L. Peper, Staff Member 
Touche, Niven & Company, New York, N. Y. 


hea control of receipts and of income is as essential to the 
success of a business enterprise as is the control of funds in 
hand, expenditures and expenses. One has to look back but a very 
few years to the time when both accountants and managers of busi- 
ness enterprises, while concerned about placing every possible safe- 
guard around the expenditure and distribution of funds, paid 
almost no attention whatsoever to the provision of like safeguards 
to insure the collection of all the funds which the enterprise was 
entitled to receive. Seldom did they go beyond assuring them- 
selves that the recorded receipts had found their way into the 
established depositaries. Little or no effort was made to see that 
the recorded amounts were all that should have been taken in. 

No one can compute the aggregate amount of loss that was sus- 
tained through failure to report receipts which came into the pos- 
session of officers or employes and were diverted by them to 
their personal use. Usually such untrustworthy individuals were 
not content with the monies that fraudulently passed into their 
possession, They delved also into the funds on deposit and into 
revolving funds. Only when these latter thefts were detected was 
it found that the employer had suffered the loss of unrecorded 
receipts. The attention of business men was thus directed to the 
necessity of providing safeguards to insure the proper record of 
all monies coming into or about to come into the possession of the 
business. 

It is particularly important that hospitals, associations and other 
enterprises which make periodical appeals to the public for funds 
to supplement the resources arising from their operations, wholly 
inadequate to pay the cost thereof, shall make provisions against 
the improper diversion of incoming funds. Furthermore, the man- 
agement needs the assurance given by properly devised protective 
records that it is asking no more by way of contribution from 
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the general public than is needed to supplement its operating 
income. 

The records and procedure designed to bring about these objec- 
tives must be simple and direct and designed to prevent the periodi- 
cal accumulation of detail work in order that the desired benefits 
may not be offset by costly expense and destructive delay. 

There is outlined herein a procedure devised to meet these 
several conditions in the case of a privately endowed hospital. 


Financial Structure 


The institution considered here is non-profit making. It is 
charitable to the extent that service is not withheld from those 
unable to pay. It is a public institution in the sense that the public 
is called upon for contributions to cover the excess of the cost of 
operations over the amounts received from those able to pay for 
the service rendered. 

The capital of the enterprise is its endowment, represented by 
outlays for land, buildings and equipment and for investments, 
the income from which is available for current operations. Thus, 
the balance sheet shows on the asset side current assets (cash, re- 
ceivables and inventories, practically all arising from operations) 
investments and fixed assets. On the liability side are liabilities 
arising from current operations, mortgage on fixed assets and 
capital (endowment). 

The financial operations are of two quite distinctive types. The 
first, carried on by the treasurer, includes the custody of the in- 
vestments and real property, the securing of funds from the public 
to cover the deficit arising from operations and from the amortiza- 
tion of and interest on the mortgage, the liquidation of such 
indebtedness and interest, and the transfer of available funds to 
the bank account provided for the transactions arising from the 
operation of the hospital itself to supplement its inadequate direct 
income, The treasurer also exercises executive control over the 
accounting for operations. 

The other financial transactions are the collection of income 
arising from operations, the audit and payment of expenses in- 
curred therein and the accounting for income and expenses. These 
are under the direction of the controller. 
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This paper deals with a part of the latter class of transactions, 
namely, the accounting for income arising from operations. 


Simple and Direct Procedure 


The accounting for income centers in the patients’ ledger to 
which charges are made from daily reports originating in the 
several departments. As a rule, these reports are but records 
of the day’s transactions rendered on specially prepared forms 
which are priced and footed in the accounting department, and 
after being posted in detail to the patients’ ledger are summarized 
to accumulate the credits to the respective income accounts in the 
general ledger. A cash register is provided for the receipt of 
cash from out-patients. The register tape is torn off and affixed 
to the department’s daily report and the cash register readings 
are checked frequently by the accounting department. Thus the 
accounting department has a complete control over the income 
and its collections. 

Bills are rendered weekly to all patients other than day patients 
(who pay cash at the time the service is rendered), and prompt 
payment is insisted upon. As the institution is a benevolent one 
and supported in part by the public, extreme measures cannot be 
taken to collect the last penny owing to it but no one able to pay is 
allowed to get free service. 

A cash register ticket is the only ticket of admission to the sev- 
eral departments other than the wards and private rooms. Em- 
ployes who handle cash do not have access to the accounting 
records other than the record of receipts or disbursements which 


they themselves prepare. 


Effective Control 


Prior to the installation of the system of accounting outlined 
herein both the management and the accounting department were 
hampered by the troubles which usually attend the operation of a 
system which has grown up with the business. The work in the ac- 
counting department piled up irregularly, particularly at the end 
of the month. There was delay in rendering bills to the patients, 
many of whom were thus enabled to leave without paying for their 
services. Furthermore, there was a lack of adequate control, not 
only over the accounts receivable but over operations as a whole. 
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Now an adequate control is maintained over accounts receivable. 
Daily reports of the several operating departments enable the ac- 
counting department to distribute its work throughout the month 
and to have a bill ready for each patient when he is discharged. 
Income is now recorded in the amount earned whereas it was 
formerly entered in the amount received. 

The accounting department posts each day’s charges to the pa- 
tients’ bills and to the operating summaries on the day following 
the transaction. A combination bill and charge form is provided 
for the patient’s account and a statement is rendered to each pa- 
tient weekly, the first bill one week from the date of his admission. 
Thus the work of closing the week’s accounts and rendering bills 
to the patients is spread over the week instead of being piled up 
on one day only. The amount charged to the patient’s account and 
credited to income is the regular scheduled charge for the service 
rendered. In the case of patients to whom it is deemed advisable 
to make no charge or a charge at less than the regular scheduled 
rate, properly authorized allowances are made. The accounts thus 
show the income actually earned and the amount of allowances 
made thereagainst. 

While the accounting procedure outlined herein covers only the 
income accounts, the handling of purchase and expense bills has 
been put on the same basis of being recorded and vouchered as 
soon as each item is approved for payment, not being left until the 
end of the month or the payment date. 


DAILY REPORTS OF INCOME EARNED 


The following forms have been provided on which to report 
daily the income earned by the several departments and certain 
expenses arising directly therefrom: 


Form t_ Private room and ward charges 
Form 2 Special nurses 
Form 3 Private clinic, physician’s fee 
Form 4 Private clinic 
Form 5 Physiotherapy department, private patient’s card 
Form 6 Physiotherapy department, summary of treatments given 
Form 7 Other departmental reports 
359 
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yom &, PRIVATE ROOM AND WARD CHARGES 
DAILY REPORT 
(Amounts are to be Giled io by the sccounting department) 
PRIVATE PATIENTS WARD PATIENTS 
NAME NAME REESE 
Admuted Admitted 
Transferred to Transferred to 
SUB TOTAL A SUB TOTAL _ 
Drecharged Discharged 
Transferred from Transferred from 
SUB TOTAL B SUB TOTAL B 
Otference berween A and Bin red Benceeds A C Orference between A and B, in red if B exceeds A C 
Amount charged previous day D Amount charged previous day D 
Total charges (sum of C and D) Total charges (eum of C and D) 
Certified as correct by. ———— — 
Form 1 


These departmental reports are rendered in duplicate, the orig- 
inal being signed by the departmental director or clerk and sent 
daily with supporting vouchers, if any are prepared, to the account- 
ing department. For the most part these forms are specially pre- 
pared to provide the information peculiar to the department. A 
general form is also provided for the use of departments perform- 
ing but one class of service and for non-operating departments 
which may render special service to a patient. 
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SPECIAL NURSES 
DAILY REPORT a 
(Amounts are to be filled in by accounting department) 
PRIVATE PATIENTS _ 
Patients engaging nurse! ry Ward 
Ward 
TOTAL A 
Patients releasing nurses 
TOTAL B 
Difference between A & B c 
Charges of previous day brought forward =... 
Charges of current day E 
Form 2 


The principal source of income is the charge for room and board 
and for special nurses. These being continuing services it is need- 
ful only to report the registry and discharge of patients and the 
engaging and release of nurses respectively. A complete list of all 
patients is not prepared each day as the basis for these charges to 
the patient’s ledger account. Instead, the accounting department 
makes a recurring charge to each patient in the same amount as 
that shown on the preceding day, excepting only the case of new 
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patients and newly assigned nurses and of the discharge of patients 
and the release of nurses. This is controlled by provision being 
made on the respective departmental reports, Forms 1 and 2, 
whereby the difference between the charges for patients admitted 
and discharged or for nurses assigned and released, is added to or 
subtracted from the total charges to the patient’s ledger for the 
preceding date, giving the amount of the total charges for the 
current day. 


Income from Housing and Nursing Patients 


The admitting clerk reports daily on Form 1 the names of pa- 
tients admitted and the quarters (private room or ward) assigned 
to each, the names of patients transferred from private room to 
ward or vice versa and the names of patients discharged. The 
superintendent of nurses reports daily on Form 2 those patients 
who engage and release private nurses. A duplicate copy of each 
form is kept in the department in which it originates. 

Both forms are the basis of charges to the patients’ ledger ac- 
counts and for accumulating the income arising therefrom. 

A standard schedule of charges has been fixed for the several 
kinds of service rendered to the patients. In the case that a patient 
is unable to pay the amount chargeable, a special rate is granted by 
the special rate department. Effect is given to these special rates 
by allowances against the standard rates actually charged, as de- 
scribed hereinafter. Accordingly there is no need for the admitting 
clerk and superintendent of nurses to fill in the amounts in the 
“charge per day” column on Form 1 and in the rate column on 
Form 2. These are entered by the accounting department from the 
schedule of standard rates as the amounts to be charged to the 
patients’ ledger accounts. 

The accounting department is thus enabled to record the income 
actually earned by the hospital, against which is the partial offset 
of the allowances granted by the special rate department. 

In filling in the amounts on Form 2, the accounting department 
is governed by the hour of engagement or release in determining 
whether the patient shall be charged for one or two meals on that 
day. 

A like provision for the hour discharged is not made on Form 1 
for the reason that ordinarily the patient is gone before the form 
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reaches the accounting department. Accordingly, when the doctor 
discharges a patient the nurse in charge reports immediately to the 
office which thereupon collects all data on charges made by the 
several operating departments for the day and brings the patient’s 
bill up to date. A memorandum of the hour of such discharge is 
made by the accounting department which it fills in on Form 1 
when received on the following day, thus showing an amount on 
that form corresponding to the amount charged to the patient. 

After the accounting department has entered the scheduled 
charges for the day on Forms 1 and 2, it brings down the several 
sub-totals and the net change in daily charges. It then adds or sub- 
tracts the latter from the aggregate of the charges to the patients’ 
ledger per the preceding day’s reports and brings down the final 
total, the aggregate of charges to the patients’ ledger for the cur- 
rent day. Detail postings are made directly from Forms 1 and 2 
to the patients’ ledger accounts. 


Income from Private Clinic 


The private clinic serves out-patients, that is, those who do not 
require continuous housing and treatment. It is therefore run ordi- 
narily on a cash basis, the fee being collected before the examina- 
tion or service is rendered and rung up on a cash register. Occa- 
sionally an out-patient is not prepared to pay in advance; fees in 
compensation insurance cases are payable by the insurance com- 
panies. Provision is made for charging these to the patients’ ledger. 


PRIVATE CLINIC EXAMINATION 


Patient’s Number ........... Amount of Fee .......... ‘ 
Form 3 


563 


| 
| 

| 
| 
| 2 
5 

| 


N. A. C. A. Bulletin January 15, 1935 


The nurse in charge fills in a report in triplicate on Form 3 for 
each patient before examination is given or the service rendered, 
collects the fee (except in the case of the two classes of exceptions 
just noted) and rings it up in the cash register imprinting it at the 
same time on a cash register ticket. Two copies of this Form 3 to- 
gether with the cash register ticket are sent with the patient to the 
examining physician who signs one copy of Form 3 and sends it 
in to the accounting office, retaining the other. This affords the 
physician a control over the amount of the fee which he is entitled 
to receive. 

The clinic is provided with a cash register. It has a totalizer 
for each class of service rendered by the clinic and in addition a 
control totalizer which accumulates the total fees for all classes of 
service. The amount of the fee for each patient whether it be a 
cash or charge transaction is recorded on the register, increasing 
the accumulated total of fees not only for the service to be ren- 
dered but on the control totalizer as well. 

Upon beginning her shift, the day nurse sees that the service 
totalizers are cleared, compares the reading of the control totalizer 
with the “night” reading of the previous day’s report and enters it 
as the “morning” reading of the current day’s report on Form 4. 
At the close of her shift she enters the readings of the several 
service totalizers in the first column of the form, clears those 
totalizers and enters the reading of the control totalizer as the 
“evening” amount. The night nurse similarly compares and 
records the several totals for the night shift, using the second col- 
umn of Form 4. The night nurse also detaches the cash register 
tape and pastes it on the report below the “cash register reading.” 

Each nurse records under the caption “charges,” the name of any 
patient who has been given the privilege of a charge account and 
the amount of such charge, also the amount of cash and of checks 
in the drawer, brings down the sub-totals B and C and the total D 
which must agree with the total A. She delivers the tickets, cash 
and checks taken in during her shift together with the written 
authority for any charge item to the accounting department. 

The accounting department verifies the details of the report and 
extends the totals into the third column. It posts the charges to 
the patients’ ledger and enters the total cash, item D, in the cash 
receipts record. 
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ie a The Neurological Institute of New York 
PRIVATE CLINIC 
DAY NIGHT — 
INCOME CASH REGISTER READING: 
X-RAY 
Laboratory examination 
Paychological examination Evening 
Physio Therapy Night —— 
Private examination (Space on which to paste cash regrster tape) 
Hypodermics 
Selvarsan 
| 
} 
TOTAL 
Refunds 
NET A 
COLLECTIONS 
Cash 
Checks 
TOTAL B 
CHARGES 
SUB TOTAL c 
TOTAL (Sumot B and C must equal A) D 
Certified as correct by. — 
Day Nurse Nght Nurse 
% To be filled im by accounting department. 


Form 4 


Income from Physiotherapy Department 


The physiotherapy department gives treatments to male and 
female patients on alternate days. House patients are treated in 
the morning and out-patients in the afternoon and evening. The 
department renders eight different kinds of service. lt prepares 
rather extensive reports not only to the management but to pro- 
fessional and medical societies also. The fees for house patients 
are charged to their accounts. The fees for out-patients are col- 
lected before the treatment is rendered. 
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For each patient to whom the physician prescribes a treatment, 
a card is filled in by the clerk of the department on Form 5, which 
is not illustrated here. A card of distinctive color and imprinted 
with the name of the treatment is provided for each type of treat- 
ment given. All the data in the upper section of the card are filled 
in in the department. The amount is the regular fee for the treat- 
ment. The treatment itself is described fully including the number 
of times per week the treatment is to be given. Columns are pro- 
vided on the lower section of the card for the dates of treatments 
to be stamped in by the operators. 

The upper corners of the card are marked “female” and “male,” 
respectively, denote the sex of the patient. The corresponding 
corner is clipped off at the time the card is prepared. This further 
facilitates filing and finding cards. 

If the first treatment is to be given on the day on which the pa- 
tient is registered, the card is at once sent to the technician of the 
section. If the treatment is not to be given at once the card is filed 
by the date when the first treatment is to be given, by color indi- 
cating the section and kind of treatment, and therein alphabetically. 

Each morning after the return of the cards of patients who 
received treatments on the preceding day, (as will be described 
later) the cards for the day’s treatment are taken from the file, the 
number of cards in each section noted by the clerk of the depart- 
ment and cards for each section sent to its technician. 

As patients enter the department for the afternoon or the eve- 
ning clinic the fee is collected by the clerk who rings it up in the 
cash register and gives the cash register ticket to the patient to- 
gether with the card, Form 5, as authority to the technician to 
give the prescribed treatment. 

As each treatment is given the technician stamps the date on the 
card. At the end of the morning and afternoon clinics, the techni- 
cian sends to the office of the department the cards for patients 
who have received treatments during the period (those on which 
he has stamped a date) and the cash register tickets presented by 
the clinic patients. After the last treatment period for the day the 
technician returns all cards whether or not the patients have re- 
ceived treatment. 

Form 6, which is not illustrated here, is a monthly accumulation 
sheet providing for the accumulation of charges by types of serv- 
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ices. Upon receipt of the patient’s cards from the technician the 
clerk in charge of the department counts the number of cards in 
each section (represented by the distinctive color) and enters the 
total in the corresponding column and on the line for the date of 
the treatment on form 6. At the close of the evening clinic the 
cards which have not been stamped are taken out, inquiry is made 
to make certain that the treatment was not given, and these cards 
are returned to the file under the date when the next treatment is 
to be given. 

At the close of the day the cards representing treatments given, 
having been assorted as to house patients private, house patients 
ward, and all other patients by class of treatments, are sent with 
the cash register slip and tickets and the cash collected during the 
day to the accounting department, the clerk in charge having made 
notation of the number of cards in each lot for reference when 
they are returned the following morning. This total number of 
cards, of course, will agree with the total of all cards posted to 
Form 6 for the day. 

Upon receipt of the cards from the physiotherapy department 
the accounting department first verifies the number of cards and 
then by extending the total for each section of the afternoon and 
evening clinic by the prescribed fees verifies the amount of cash 
received. 

It runs off an adding machine tape of the house patients’ cards, 
posts from the cards to the patients’ ledger and proves the posting 
either by checking the adding machine tape to the ledger or run- 
ning off an adding machine tape from the ledger postings. 

The clerk of the physiotherapy department gets the patients’ 
cards from the accounting department each morning. She counts 
the cards while there and sees that the totals agree with the memo- 
randum she made the night before. Upon going to her department 
she files the cards by date of the next treatment, by section (color) 
and alphabetically and then proceeds with the day’s routine as 
previously described. 


Added Control Through Medical Charts 


Advantage is taken of the house patients’ medical charts to 
insure the accuracy of the physiotherapy department’s accounting 
records. Each chart is the medical history of a case, detailing the 
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medicines prescribed and special treatments given. They are not 
prepared by the attendants who produce the accounting records. 

Certain of these charts are brought to the accounting office daily 
in a prescribed order which insures every chart’s being brought in 
weekly. They are compared with the charges to the patient’s ac- 
counts; omissions are posted thereto and added to the preceding 
day’s summaries on Forms 6 and 11. Of course these omissions 
are called to the department’s attention. 

When a patient is about to be discharged, his medical chart is 
brought into the office for a final comparison. Much time is saved 
in that last checkup by the chart’s having been previously com- 
pared, for the final work need not cover more than one week in any 
case. The reader can readily realize how much work would other- 
wise be required in the case of a patient who had received treat- 
ment for three weeks or more, a not unusual term of service. 


Other Income 


Each department other than the private clinic, the admitting 
clerk and superintendent of nurses, renders a report on Form 7 for 
services for which a charge is to be rendered to a patient or for 
which it receives a receipt from the private clinic. If no service 
has been rendered by any department, the head of the department 
nevertheless sends in the form with the notation “no service” in 
order that the accounting department may be sure that it has a 
complete file of departmental reports. 

The head of the department enters the name of the patient and 
his room number or the letter W if a ward patient, the letters P. C. 
if the service is rendered to a patient in the private clinic, and the 
word cash if cash is collected, also the nature of the service ren- 
dered. The amount collectible or chargeable is entered by the 
accounting department. 

These amounts are extended into the corresponding columns to 
the right by the accounting department which charges the private 
or ward patients as the case may be with the amounts in the first 
and second columns, carries the total of the private and ward col- 
umns to Form 11 and the total of the cash column to the cash 
receipts record. It also verifies the amount in the private clinic 
column by comparison with that reported on Form 4. 
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Form De 


To be filled in 
Name of Patient we Service rendered Amount 


Certified as correct by —- 


Form 7 


CENTRAL OFFICE PROCEDURE 


Accounting Department’s Records 


The principal records used by the accounting department are: 
Form 8 Patient’s ledger 
Form g Allowances 
Form 10 Income, ward and private patients 


Form 11 Sundry income, ward and private patients 
569 


DAILY REPORT. 
| 

| 
| 
j 
Ve 
| 3 
| 


N. A. C. A. Bulletin January 15, 1935 


Form 12 Income, private clinic 
Form 13 Proof of accounts receivable 
Form 14 Amounts due doctors 


Patient’s Ledger 


All of the detailed work heretofore described has but one pur- 
pose, namely, the accumulation and verification of charges to the 
patients’ accounts. The patients’ ledger consists of a file of sheets 
of Form 8. This is a combined ledger sheet and bill head, con- 
sisting of a folded sheet perforated 34” from the fold to leave a 
binding margin, the data being posted to both sheets at one writing 
by means of carbon paper. The duplicate which is the ledger ac- 
count contains statistical data also which does not appear on the 
original. 

Accounts are rendered to each patient weekly. Accordingly, 
seven columns were provided, one for each day of the week. 

An account is opened in the current ledger for each patient ad- 
mitted, the data therefor being found on a pedigree card which is 
received from the admitting department. The item “rate” in the 
upper right hand corner is the scheduled daily charge for board 
and for the room or for the bed in the ward occupied by the patient. 

In order to keep the posting up to date, in order that a bill may 
be rendered promptly when a patient is ready for discharge, and to 
spread the work throughout the week, postings are made daily, 
these for cash received on the day the payment is received, and the 
other postings not later than the following day. Postings originate 
in the journal, cash receipts, check register, the departmental daily 
reports (Forms 1 to 7 inclusive) and allowances (Form 9). 

At the completion of the detailed postings, the day’s totals and 
balances are brought down on each account and carried forward 
to the following day and the balances of the several accounts listed 
and proven by the use of Form 13. 

When the balances are proven all sheets on which the full week’s 
postings have been made are withdrawn and the closing balances 
thereon are brought forward to the new sheet. The original por- 
tion of the completed sheet is detached and given to the patient or 
to the person to whom the bill is to be rendered and the duplicate 
is transferred to the unpaid file. 
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Firm 


Form 8 


When a current sheet is transferred to the unpaid file, if the pre- 
ceding week’s sheet is found therein because it has not been paid, it 
is transferred to the permanent file, private or ward as the case 
may be, its unpaid balance having been transferred to the current 
sheet at the beginning of the week. 

The unpaid file serves as the collection ledger. 

All cash receipts postings are made to the current file. If a 
payment thus received covers the balance brought forward at the 
beginning of the week the sheet for that week in the unpaid file is 
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stamped paid and transferred to the inactive file. An account in 
the current file which is paid is not transferred except upon the 
discharge of the patient. 

In order not to close out all of the ledger accounts and reopen 
new ones at one time, this work also is spread over the week by 
making the first day’s postings for each new patient in the first 
column of the form and rendering a bill to each patient every sev- 
enth day. When a patient is discharged his bill can be brought 
up to date readily as it is needful only to post the charges reported 
for the preceding day and to enquire what service he has received 
on the day of his discharge. 

Two current ledgers are provided, one for private patients, the 
other for ward patients. 

When a patient is transferred from a ward to a private room or 
vice versa, his account in the ledger is closed on completion of 
posting of the charges up to the time of transfer and a new ac- 
count opened in the other section of the ledger to which the bal- 
ance on the old account is transferred. A provision for such trans- 
fer is made on Form 13, proof of accounts receivable. 


Restriction of Amounts Charged to Patients 


Many patients are admitted who cannot pay the regular rate for 
the service rendered to them, some being unable to pay anything. 
In order that this situation may be fully controlled every patient 
is charged the full scheduled amount for the service rendered to 
him as previously described. Form g is provided as authority to 
the accounting department to reduce the charges to the amount 
agreed with the patient as within his ability to pay. 

All patients are examined by the personal service department 
before admittance. If a patient represents himself as unable to 
pay the scheduled charges, he is sent to the special rate department 
which makes a careful enquiry into the patient’s financial condition 
and agrees with him as to the amount he can afford to pay. This 
amount is entered on the admittance record and is also reported 
to the accounting department which makes corresponding nota- 
tions on the ledger account of each patient, yet continues to charge 
the full scheduled rate. As each week’s postings are completed for 
any account, but before its balance is transferred to a new sheet, 
the amount necessary to reduce the balance to the agreed amount is 
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ALLOWANC 
Part+Pay Patients and Free Patients 
Month of 19. 
Patent’s Name from | to  |cnarges| Collect Apprered wances 
Form 9 


computed and entered on Form 9. The details of this report are 
verified by the comptroller by comparison with the admittance 
record. 

This form is not used to clear the patient’s ledger account of 
uncollectible items. Those are journalized as debits to “losses of 
accounts receivable.” 

The total allowances for the day are carried to Form 13, proof 
of accounts receivable. The total for the month is debited to the 
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general ledger account “allowances to part pay and free patients 
and credited to “accounts receivable ward patients.” 


Accumulation of Monthly Income 


The daily totals of the departmental reports, Forms 1 to 7 in- 
clusive, representing charges to the patients’ accounts, are posted 
to Forms 10, 11 and 12, thereby accumulating the monthly credit 
to the respective income accounts in the general ledger. As de- 
scribed hereinbefore the cumulative totals at each day are used to 
prove the posting of the patients’ ledger accounts. 

Two sheets each of Forms 10 and 11 are used each month, one 
for private patients and the other for ward patients. The inap- 
plicable word “private” or “ward” is crossed off. 

The amounts entered on Form 10 come from Forms 1, 2, § and 
7, those on Form 11 from Form 7 and those on Form 12 from 
Form 4. 

One amount only is entered on each line in any column, except 
that occasionally two items of medicine may be recorded on Form 
10, one reported by the pharmacy department, the other by the 
assistant superintendent for medicine purchased on the outside. 


Proof of Accounts Receivable 


A daily proof of postings to the patients’ ledgers is effected by 
means of Form 13. It has seven columns, one for each day of the 
week. 

To the balance of each of the two current ledgers, private pa- 
tients and ward patients, at the beginning of the month are added 
the charges for the month to date from Forms 10, 11 and 12, 
charges from the check register and credits from the cash book and 
the journal, If no error has been made the closing balance for the 
day will agree with the total of the accounts in the ledger as run 
off on an adding machine tape. If the totals do not agree, an error 
has been made in the work for the day only and can readily be 
found and corrected. 


Amounts Due Doctors 

The amounts payable to the several physicians who make ex- 
aminations in the private clinic as reported on the daily reports of 
that department, Form 4, are summarized on Form 14 from the 
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Fern 18 PROOF OF ACCOUNTS RECEIVABLE 


DATE 
PRWATE PATENTS 
Balance first of wonth 
Charges from Form iat 

—Charges from Forte 
Charges frme check register 
Sub-total —_ A 
| Credit 


| _Credits from Journal! 
Sub-tetal 
losing balance A 
—__Tetal per tape 

Difference 


WARD PATIENTS 
_ Balance first of month 
Charges Prem For rm 
Charges from. 
Sub-tetal ___Al 
redits From cash beck | 
Allowances frow form 9 
|_Credits from Journal 
|_Sub- tetal B 
balance A 
Total per tape 


Form 13 


tickets on Form 3 turned in to the accounting department by the 
physicians themselves. 

A column is provided for each doctor, his name being inserted 
in the heading as it appears for the first time on the private 
clinic’s daily report. 

The totals for the month are the authority to draw vouchers in 
favor of the physicians, the voucher number being entered at the 
foot of the column. 
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Form 14 AMOUNTS DUE DOCTORS 


Month of 


Form 14 


No posting is made from this form to the general ledger, as the 
liability represented thereby is recorded in the voucher record. 


Cash Receipts and Voucher Record 


The cash receipts record presents no unusual features. It con- 
tains columns for the date, from whom received, the amount re- 
ceived and distribution columns for credits to accounts receivable 
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(private and ward patients), the daily cash receipts in the private 
clinic and sundry receipts. 

The voucher record also contains columns fitting into the con- 
trol of the accounts receivable ledger, divided as to private and 
ward patients, for the not unusual payments for special services 
rendered to the patients. 


INCREASED EFFICIENCY 


The office force required to handle the accounting work for pos- 
sibly two hundred patients consists of the chief accountant, the 
cashier and two patients’ ledger clerks, one each for the private and 
ward patients. In addition a night cashier is on duty from 12:30 
to 8:30 p.m. who does also the filing and compilation of statistics. 

Records and procedure alone will not correct incompetence and 
unwillingness, but properly devised records and procedure will be 
an incentive to those who handle them to get the utmost good from 
them. That has been the experience with these records. 

The patients’ ledger clerk cannot post more than seven days’ 
charges to the patient’s bill. It must then be torn out and a new 
sheet inserted if the eighth day’s charges are to be posted (and it 
will be seen that the accounting procedure will detect the failure to 
post). The account torn out is the bill ready to be rendered to the 
patient. Because the bill is rendered promptly, the staff endeavors 
to collect it promptly and has succeeded so well that the loss from 
uncollected accounts has been reduced materially. 

Knowledge of the proportion of “free” service rendered repre- 
sented by the percentage of allowances to earned income stimu- 
lated the management to make more careful enquiry into the finan- 
cial condition of those who do not want to pay the regular scale of 
charges. This percentage has been reduced by nearly one-half. 
The former procedure in granting these allowances was quite lax. 
They were usually granted upon request. Furthermore, no records 
were kept of the amount of these allowances. No bill was ren- 
dered whatever to these free patients and the amount charged to a 
“part pay” patient was the sum agreed upon. It was not possible 
under these conditions to ascertain the amount of income actually 
earned, nor either the amount nor percentage of allowances. When 
it became possible to measure the volume of this free service, it 
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was found to exceed 30% of the earned income. It has now been 
cut down to 17%. 

Thus income has been increased, defects in structure, staff and 
management have been corrected, the goodwill of the community, 
has been retained and a commanding position among institutions 
of its kind has been attained. 
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